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Sustainable PPP/PFI
Delivering Sustainable Urban Public Infrastructure in China Through PPP/PFI:
Lessons from a £300 Million UK Social Housing Procurement Project.
Dr Alex Hope
Senior Lecturer in Business Ethics
Newcastle Business School,UK 
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China’s Development
China’s Challenge
• How to continue rapid 
economic development? 
• How to provide the 
necessary public 
infrastructure? 
• How to develop 
sustainably…..
PPP/PFI for China?
• Chinese authorities 
advocating funding 
infrastructure and public 
works through PPP models 
• Reaction to growing 
concerns over rising local 
government debts incurred 
through local ﬁnancing 
vehicles. 
• Particular interest in PFI 
pioneered in the UK 
PFI in the UK
• Has delivered new hospitals, 
schools, housing, and civil 
infrastructure over last 25 
years 
• Enabled public sector to retain 
some control 
• Improved public sector project 
management skills  
• Introduced better risk 
management in local 
government
PFI in the UK
• Often failed to meet public 
expectations 
• Left the public purse with £20 
Billion ‘extra’ borrowing costs 
• Generated £4 Billion for 
lawyers and other consultants 
• Many projects ‘tarnished by 
waste, inﬂexibility and lack of 
transparency’ 
• Many contracts too one sided
PFI in China - opportunities
• Huge opportunities to deliver 
much needed infrastructure 
• The value of contracted projects 
reached nearly 1 trillion yuan 
2015 
• Has resulted in reduction in local 
government debt 
• Opportunity to learn from lessons 
of other country’s 
• Will have implications globally
PFI in China - challenges
• Developing economy means 
forecasting is difﬁcult 
• Changes to government plans 
add risk to projects 
• Average returns low at around 8% 
• Lack of skills and knowledge - 
particularly in public sector 
• Pace of contract negotiation is 
challenging
Sustainable Development
Sustainable PPP/PFI
• Can PPP/PFI deliver 
sustainable public 
infrastructure?
Case Study
North Tyneside Council  
Quality Homes for Older 
People
Overview of the project 
• Total transformation of housing for elderly people 
• Rebuild, Redesign and Refurbish of 33 housing schemes - 1000 
homes 
• £112 Million PFI Government Credit 
• 30 year design, build and maintain contract
Overview of the problem
• Too many buildings in the 
wrong location 
• Outdated designs 
• Not compliant with regulations 
• Very energy inefﬁcient  
• 42% Increase in demand from 
60+ people 
• No budget at local 
government level
Key Challenges
• Requirement for Gov sign 
off 
• £300 Million ﬁnancial 
commitment 
• Involvement of tenants 
and local people 
• Affordable, sustainable, 
desirable 
Key Challenges
• How to get exemplar buildings 
• Future proof designs 
• Reduce CO2 emissions 
• Enhance well-being 
• Meet stakeholder exceptions 
• Lack of capacity in local 
government team
Renewable Energy Decision Tool
PFI Sustainability Assessment Tool 
Use of established and veriﬁed metrics
User friendly Outputs - Used in dialogue 
Easy comparison of results
Beneﬁts of the sustainability 
evaluation tool 
• Quantifying design 
intangibles 
• User friendly - non expert  
• Improved evaluation 
efﬁciency 
• Reduction in procurement 
time and cost  
• Replicable
Results…. 
Better places to live
Results - Environmentally Sustainable
Results - Environmentally Sustainable
Results - Socially Sustainable
Results - Economically Sustainable
Key Lessons Learnt
• Whole process is incredibly 
complex 
• Requires political will 
• Build decision making into the 
programme 
• Requires commitment post 
procurement 
• Consultants not always aware of 
context 
• Private sector partners can 
change
Key lessons learnt
PPP/PFI can be used as a vehicle to deliver 
sustainable urban infrastructure  
BUT….
Critical Success Factors
• Need a capable public sector 
procurement team 
• Use of bespoke tools and metrics can 
help 
• Contracts need to be clear, 
considered and watertight 
• Performance metrics should be built 
into the payment mechanism 
• Wide consultation with stakeholders 
essential 
• ‘Boundary spanners’ play a key role
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